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ON THE NATURE OF 



A L O A N- 



A KNOWLEDGE of the Finances of the 
kingdom, has been generally fuppofed 
very difficult to acquire, and confined alone 
to a few very enlightened Statefmen. 

No body will difpute the propriety of that 
knowledge being extended to all who contri- 
bute towards the expence, although many may 
doubt the poffibility of extending it fo gene- 
rally. 

The intention of this eflay is, therefore, to 
Ihew, that by a fuppofed, and not a real dif- 
ficulty- in attaining it, this knowledge has 
hitherto been almoft a myftery, not only to 
the bulk of the people, but even to thofe whofe 
fituation in life calls on them every day to 
form a judgment, and give a folemn vote on 
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the occafion, by which the property of all 

■ 

their fellow-fubjefts is to be bound : And fur- 
ther, that to attain it, no greater (kill in figures 
is requifite, than what is ncceflary for a 

tradefman to keep the accounts of no very 
confiderablc fhop. 

For this purpofe it was proper to begin with 
the plaineft and fimpleft propofitions, and to 
ftudy rather clcarnefs than elegance of lan- 
guage. 

It is prefumcd very little need be faid to 
prove the utility of fuch a publication, at a time 
when fuch immenfe additions are n^aking to the 
National Debt, If a Minifter fliould ever give 
unreafonable intcreft for the purppfes of corrup- 
tion, or if he has truly adminiftered the affairs 
of the public with fidelity, it is, in either cafe, 
right for that public to be enabled to judge of 
the propriety Cf the bargain made in their 
names, that their cenfure may never be unjuft, 
nor their approbation contemptible, cfpccially 
in a matter where indifference is criminal. 
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. Of a LOAN. 

WHEN a war requires fuch fleets and 
armies as cannot be fupported by: 
the ordinary Revenue, it has been ufual for 
a Mioifter to confer, in private, with a few 
monied men, as to the terms of a Loan^ tbat 
is, a fum ^f money to be advanced to .the 
public, in confideration of a certain Intereft 
to be paid, and which is to be fecured by a 
mortgage of certain taxes, to be for that pur- 
pofe impofcd on the public^ 

This mode of proceeding is certainly con- 
venient, ajxd may be unbxception^ble, pro- 
vided the bargain fo made is really an equi- 
table one, and provided Parliamen^t; e>;amines 
into it ftridly, to fee that it is fq.. 

But as thefe terms are generally of a compli;- 
cated nature, containing Annuities, Lottery- 
Tickets, &c. the meaning of thofe wordsj^ 
and the nature of the things themfelves, muft 
be explained, and then their value will b^ 
c^ly computed. 

-Az Of 
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Of MONET^ and therein of INTEREST^ 
COMMISSION, and INSURANCE, 

IF a man be poflefled of a fum of money, 
which he means to improve by employing 
it in trade, i^ will be found convenient, for 
the clear underftanding the fbllowing pages, tQ 
coftfider the nature of the advantages which he 
ought to receive, diftin^uifhed from one ana* 
then 

Thus, if we refleft that a man is entitled to 
whatever he has fairlv acquired by his induftry, 
we ftiall readily fee that a compenfation isp-due, 
on account of his Ikiil and diligence in manag- 
ing the trade he has embarked in •, and this is 
equally due, whether the trade he manages 
is for himfelf or others. This profit we will 
call, by a. general term well known in trade. 
Commtjjion^ 

Secondly, Tf he is liable to bad debts, or 
to have the commodity he deals in perilh on 

his hands, he is entitled to an allowance Jn 
proportion to that rifque, pr^ in other words^ 
he muft raife the price of fuch goods as he fells, 
by adding to it the amount of his lofles : And 

this 
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this further allowance is well knpwn to traders 
by the name of Infurance. 

Thirdly, If inftead of employing his raonev 
in trade himfelf, he chofe to lend it to another, 
he would (till be entitled to a compenfation 
for the life he might have made of it; and 
this is wh^t is ufiially called Inlereft. 

The original fum of money fo employed or 
I lent, is called the Capital or Principal. 

Intcreft in England is, by Law, confined to 
, 5 per cent. or. 5 1. by the year for the ufc of 

j each 100 I. exclufive of trouble or rjfquei but, 

i till lately, 4 per cent, has been long deemed 

an ample rate, wherever good fecurity was 
^^^^uven againft delay or danger in the payment 
^^^^p the intcreft and principal. 

P 



mBSERVJTIONS on the [ongoing Chapter. 



S we muft fuppofe that Government Se- 
curity is, at leaft, as good as that of 
individual, and as we know that 5 per 
it. is the higheft intereft that can lawfully be 
one man of another, it follows, that 
the 



•^ one man o 



( 6 ) 

the public fbould never pay more, if fo much, 
unlefs it be firft fhewn, that the creditor un- 
dergoes fome trouble or rifque. 

But trouble is out of thjc qucftion, becaufe 
the Bank takes all the management on its own 
hands •, therefore if more than 5 per cent, is 
ever paid by the public, it muft be becaufe 
the fervants of that public have been \inable, 
or tmwilling, to give an adequate fecqrity, or 
elfe the bargain is an ufurioys bargain i ia 
either cafe it will behove every man of pro- 
perty to look wdl about him, and to be fatif- 
fied whether the refonrqcs of hi$ country arc 
Tjeally at an end, or whether fuch lofs of credit 
. is owing to unfldlful or unfaithful n^^nagers^ 



Of ANNUITIES. 

THE word Annuity mt2Ln% any yearly 
payment of a regular fum of money, 
but is more commonly applied to a regular 
payment for a certain number of years, pr 
duripg the continuance of cert^tin perfons 
lives. 



The 
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The principle on which the valu,c of an an- 
nuity depends, is plain and fimple. 

Let us fuppofe that A borrows lool. of B, 
and that the rate of intereft is to be 5 per cent, 
but B, wifhing to encreafe his income, and A 
willing to pay off the principal by degrees, it 
is determined between them that A fliall pay 
10 1. per ann. to B, by way of annuity, for a 
number of years, and then to be free from all 
demands : The queftion is. How long fliall this 
annuity continue, fo as to make it a fair bar- 
gain ? 

To anfwer tlits we will only confider, that 
at the end of the firft year there* is due, 
for principal and infereft, 105I. which the 
payment of 10 1. reduces to 95 1. at the end of 
the fecond year there is only due for intereft, 
4I. 15s. making 99 1. 15s. which the lol. 
payment reduces to thefumof89l. 15 s. In 
this manner it will be found, that at the end of 
fifteen years there will be lefs than lol. remain- 
ing due ; and confequentry that the borrower , 
who fliould engage to pay 10 1. per ann. for 
fifteen years, in confideration of iCo 1. lent, 
.would really pay more than his debt, with 
5 per cent, intereft. 

If 
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If wc fuppofe that the intereft agrfcd on 
had been only 4 per cent, we muft confider 
that the debt would have been but 104I. at 
the end of a year, and the 10 ]. payment would 
have reduced it to 94 1. confequently it would 
decreafe fatter, and, following the rule above, 
we fhall find that in about thirteen years it 
would be fully fatisfied. 

From the above it is obvious, that the 
lower the intereft of money is, the fewer years 
a given annuity Hiould continue to be paid for 
a given fum ; and on the other band, the 
higher the intereft of money is, the longer the 
annuity muft be paid before the debt is dif- 
charged. 



If we fuppofe the fum and the number of 
years it is to continue, and the rate of intereft 
agreed on, and would know the prefent value 
of the annuity in ready money, the method of 
computing is fomewhat more difficult, but not 
imprafticabie 1 for fuppofe, as before, that 
5 per cent, is the race of intereft, and two years 
the time of the annuity continuing, and 100 1. 
the fum; then the firft payment of 100 1. is 
proportionably greater than its prefent value, 
as 105 1. is greater than 100 1. or as 21 is 
greater 
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greater than 4o ; fo that multiplying the lOO 1. 
by 20, and dividing the produft by 21, the 
quotient 95 1. 4s. ^d. is the prefent value 
of the firft year's payment 5 and that fum, being 
multiplied and divided as before, will give 
90 1. 14s. id. and the two fums added, being 
185 1. i8s. lod, are the true value of fuch an 
annuity in ready money^ 

It is to be hoped, that the foregoing fpeci- 
men will be allowed a fufficient proof of the 
poilibiiity of a perfon's being able to make 
theie computations^ without poflelTing any 
deep fkill in calculations, though, it mud be 
confeiied, that many of them may be more 
readily made by other fteps ; but tables, ready 
calculated for all thefe queftions, are to be had 
of every bpokfeller, which, as they are fo 
ufeful oa many other occalions, no gentleman 
or tradefmaji fhould be without. 

As Annuities for Life have been mention^, 
it is fit they (hould be (hortly noticed, though 
they have not ufually made parts of a Loan. 

If, in a certain diftri£^, it has been obferved 
for a length of time, that one half of all the 
children born died before the age of thirty 

B tears. 
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years, and the reft lived to that age or up- 
wards, it is plain that an even wager might bo 
fairly laid at the birth of a .child, whether it 
attained to that age or not, 

But if of one hundred perfons living at the 
^e of thirty ^ears, we obferve how many die 
in each fubfequent year, we (hall find, that if 
each had enjoyed an annuity for life, fome 
would lofc theirs very foon^ while others might 
continue to receive theirs for fixty years or 
more : And further^ that the value of all the 
annuities paid, was equivalent to the value of 
the fame annuities paid, (notwithftanding the 
death of any of the annuitants) for a certaia 
number of years, and then ceafing though 
fome of the annuitants were fjtill alive ; and 
fuppofe this numljer of y^ars was found to ho 
twenty-five, then it would follow, that, in thi$ 
diftrift, a life-annuity for a perfon of thirty 
years, would be of the fame value as an 
annuity for twenty-ftve ye^rS* certain, and no 
morej 

This is enough to (hew the general principle 
of thefe computations, a» more particular ac- 
count of which would be foreign to the prefcnt 
fubje£l:> unlefs fo fooliih an attempt fhould 

ever 
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ever be made, as to introduce them in any 
greaf degree into oijr (yfttm of Finance, 



A Lottery is a fpecies of gaming which ad- 
mits fo many varieties, as not to be eafily 
comprehended in one definition. 

The bed defcription of fuch Lotteries a.$ 
have been ufual in England, feenfis to be the 
common Chfiftmas game on the cards, called 
by the name of Lottery Tickets. 

I 

Suppofe then 'we were all fet round a table 
with two packs of cards, one of wWch wajs 
fpread about, y^ith the faces downwards.. 

The other pack we will fuppole dealt to the 
company, fo that each might have what nunfi- 
ber of cards he pleafed, 'paying a penny for 
each card he took into a Common Stock. 

Upon fon^c of the cards fpread on the table, 
let a part of this common ftock be laid and 
nothing on others. 

h2 |f 
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If all the cards of both packs be then fhewfi^ 
and thofe perfons who held a card fimilar tQ 
any of thofe in th? other pack, on which part 
of the money has been laid, be entitled to take 
up that money, and all the cards fimilar t<> 
thofe which had no part of the common (lock 
on them, be deemed Blanks, we (hall have a* 
true pidure of the State Lottery, as to its 
cflcntial properties* 

In this account it is plaih, that none^of the 
players have any advantage over the other, 
let the prizes be of what number or inequality 
they may, for the fmaller e^ch prize is,- the 
greater is the chance for any one ticket to ob- 
tain one; and, on the contrary, if they are 
large, the lefs will be the probability of their 
falling in any particular hand^ 

But if fo many perfons were d^firous of 
playing, that there were not tickets enough for 
all, and any one, rather than ftand out, fhould 
be willing to give more than a penny for one 
chance, k is equally plain that he would be a 
lofer in the long-run, of juft fo much as he 

. gave more than the true value of each chance : 
For let us fuppofe that, after the cards arc 

; diftributed, and before they are feen, a num* 

ber 
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ber of perfons (hould come and offer all the 
' players to buy their tickets of them at three- 
halfpence each, which is agreed to ; thefe new 
comers, then, will have paid feventy^ight 
pence, in return for which they will have fifty- 
two pence divided fomehow among them, and 
: confequcfitly they will be all together lofcrs of 
twenty-fix pence. Now, though it is very likely 
fome one of thefe perfons may be really a 
gainer, by having obtained a large prize, 
yet, if he repeats the experiment often, he may 
depend on finding, in ?he long-run, that for- 
tune will find fome body, elfe to favour, white 
the dead weight of the extraordinary price he 
has p4i4 is f onftantly oper^^ting %q his Ipfsu 

The State Lottery in England has, pf late 
fears, been ma4e to confifl: of 50 qr 60,000 
tickets, each of the*yalue of 10 1. 

The amount has b^^n divided into prizes of 
. different fums, from 20 1, ?o 20,000 1, 

This has been always found a great tempta- 
tion to the fpirit of gambling, as by this any 
perfon mighf, for a fmall fum, ftand a chance^ 
pf making a confiderable fortune. 

Would 
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Would it were clear, that this delufive hope 
had not frequently led Individuals into the 
commiifion of crimes, as well as prejudiced 
the public, by converting a habit of indoftry 
into a rage for play ( 

But it is time to conflder the cfFcft of this 
Lottery, as it regards our fubjefb,^ a Loa». 

Experience has fliewn, that if a Lottery con- 
tains no more than 60,000 tickets of 10 1. each, 
there will be fo many adventurers who defire 
to be concerned, as will enable the original 
holders of the tickets to fell theip chances at 
12 1. los. each, fo that they are fure of ^ 
clear profit of 50s. on each ticket, without 
any rifque. And, further, it is obferved,, 
that if the number of tickets does not exceed 
50,000, they will produce a profit in the fame 
manner of 3 1. each. 

When thefc, therefore, are given at the 
original value to the fubfcribers in a Loan^ 
the public have a right to expeft, that the cer- 
tain profit annexed to them, fhall be deemed as 
fo much given to fuch fubfcribers. 

Thu?^ 
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Thus, when Government borrowed Six Mil- 
lions in the prcfcnt war, a Lottery w^eftabliih* 
cd of 48,000 tickets, of which every fubfcri^ 
ber of 1000 1. had eight, which was really 
giving him 24 1. at lead, and at that additional 
price they might have been Ibld^ had there 
been ntf Loan. 

» - > • . 

• But this is a trifling addition to the price of 
a ticket, compared with what is taken by the 
new-licenfed Lottery Offices ; if their fchemes 
were computed, there might be fome hope^ 
that mankind might become afhamed of the 
folly of fubmitting ta fuch impofition. 

It is impoffible to quit this fubjeft, without 
ofl&ring one Ihort rule for computing the impo- 
fitions in . moft of thefe fchemes ; and that is; 
let any perfon, to whonv a propofiU i^ madt 
to purchafe a Share or Chance, fuppofe that 
he had purchafed every number in the whole 
Lottery on the fame terms, and then obferve 
what proportion his lofs would bear to the fum 
he adventured. 

Though many of their plans are too compli- 
cated to be very eafily folved by thofe who 
lire not converfant in calculations, yet the 

above 
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above (hort rule will anfwer a much gre^iter 
number of them than one would at firft 
imagine. 



Of the rHREE PER CENTS. 

IT has been ufual, of late, to give the {ub- 
fcribers to a new Loan, what is called 3 per 
cent, flock; that is, fbr 100 L fubfcribed^ 
they are to have a perpetual inteieil of 3 h 
until the capiul is paid, and whatever Annuity 
or Lottery Ticket is given to them befides, it 
is only as a make- weight ; that is, if money be 
really worth 4 per cent, at the time of borrow- 
ing, then 100 1. bearing 3 per cent, only^ 
would be of no more value than 75 1. and con- 
fequently the lender ihould have fomething 
<nore to the amount of 25 1. 

There Js a fallacy in the above reaibning, 
w:hich does not belong to this place to be ex- 
plained y it is fufficient for the prefent purpofe, 
to fay that the price the 3 per.centjs. bear in 
the market, is the rule generally obferved in 
cftimating the Loan. 

Of 
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WH AT Kas been faid of the 3 per cents, 
may be a^splied to thofe, as tbey diffe^ 
diUy ih the curcumftaM;^ of their Taltte. 



(^PREMIUMy BONtJSi and DISCOUNT. 

THESE words ha^e been introduced, a* 
terms of art, into the bufinefs of the 
pu^bficdi^bts,' to the grieat confufioh of thofc 
who only deal in plain Senfe and plain Englifh $ 
but We will try to have them underftbdd; 

Premium fignifies, literftHy, a Reward, ahdt 
19 ufed in the Alley to ^ipp^tk that reward which 
a man gets for his care in making a good bar- 
gain for htmfelf : If afarmet buys a betft for 
ten guineas, which is worth eleven gilioeas^ \yi 
may always have a guinea far bis bargain* 

Thus^ in the lail Loan, every nominal 
lender of 100 1. did^ in reality^ onjy lead the 
public 97 1 for which he receives § L. 10 s. per 
ann« intereft^ or about five and two-thirds per 

C c^nh 
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cent, and this to continue for ever, as we can- 
not oblige the lenders to receive their cij^ital, 
without paying them 175 1. for every 97 1. lent. 

Hence every fubfcriber to that Loan was 
thought to have made fo good a bargain for • 
himfelf, that he might the next week retreive 
from 10" I. to II 1. for every 100 1. he let ano- 
ther have inftead of himfelf, and this is, ia) 
'Change- Alley language, i5 or ii per cent. 
Premium. \ 

This m^ be called fo much public money 
given to the lender for nothing, and at 10 per 
cent, on twelve millions, amounts to Twelv^ 
Hundred Thoufand Pounds, and at 11 per 
cent, was a lofs of more than a year's pay and 
cloathing of One Hundred Thoufand foldiers; 

Bimus feems to be a word newly introduced 
fey fome Stockjobbdr of better education tlwa 
the red:, who bad been long enough at fchool 
to learn that it was latin for Goody and, there- 
fore, thought it a proper term for any thing 
that might be called, in a vulgar phrafe, /b 
tnucb 40 the Goad. 

But 
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but when he has afltually carried his fetufitji 
to market, and received the value, it is called 
Premium. 

Bifcount is, properly fpeaking, an allowanctf 
made out of a fum of money, ^hich is to be- 
come due at a future day, in confederation of 
immediate payment. 

There are few perfons iii trade who have not 
allowed DifcouM at a banker's, on account of 
receiving cafh for a bill that had fome time tq 
run, as it is phrafed. 

But as the word regards a Loan, it is ufed ii| 

a fenfe fomewhat different, as will be "better 

» _ . " • ■ - • • . 

underftood by an example. 

In the laft Loan the intereft commenced at 
the beginning of the year, but the whole fum 
borrowed was not then paid into tht bank, 
a fmall part oply was advanced direiftly, ancl 
the reft at different payments, fo far afuhder, 
that it was near the end of the year before the 
ad received the whole. 

* ■'■':.■■ -i ' ' " ■■ 

Now, as'the public did not make a difcount 
on any*J)aft6f theirpayfnents, on account of the 

lenders 
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knding retaining the money in their own hands^ 
k is plain that thofe kn^ier^ did realty profit A> 
much as the difeount, which the public might 
have made, amounted to; and this being liquida- 
ted oh the different fums and times, amounted to 
a fum eqMal to about 2 per cent, on the whole 
twelve millions, and this was a profit of Two 
Hundred and Forty Thoufand Pounds, nearly 
^ual to the pay and cloathing of Twenty 
Thoufand foldiers. 



CONCLUSION. 

THE foregoing fheets were intended as the 
introduftion to a larger work, which, 
if there is ^n appearance of the public's giving 
a fufiicient attention to it, will follow this. 

' • • . ■ 

But, in the rnean-time, it was thought ne- 
ccffary to commit the above to the prefs, left 
p new Loan, on more extravagant terms than 
the laft, fhould reduce the nation to an irifup- 
portable ftate of pofverty , before we were aware 
of our danger. 

The author of this little traft only defires 
to be found a real friend to his country. 

He 
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^'per tent.' the exad vakie q£ the batgiiit 
ma)r appear to any one, ivho has no inqre ikitt 
ki figures than the four Rules of Aritfaaoetie and 
the Rule of Three. . 

F&retrelli ibake the right ufe of thil^ 
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APPENDIX. 



Of the LOANi for 1781 and i782.\ 

TO exemplify the foregoing Iheets, wd 
will apply the rules ^o the two laft 

Loans. 

t 

In 1 78 1 a fubfcnber to the Loan hadj 
for every lool. fubfcribed, 150I. in the 3 per 
cents ; 25 1. in the 4 per cents ; befides which 
he had a profit of about 1 1. 4 s. in the Lottery, 
and about two-fifths bf a year's itttereft on his 
money before he lent it to the public. 

Now if money was fuppofcd-i 

worth five per cent, his I r^Q n o 
150I. in the 3 per cents t 

would be equal to • J 

His 25 1, in the 4 per cents — 20 o o 

Lottery Tickets — — — i 4 

Difcount — — * —— 200 



Total ^ 113 4 o 
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(26 ) 

In 1782 a fubfcriber of 100 1. had 106 1. - 
3 per cents ; 50 1. in the 4 per cents ; three- 
tenths of a Lottejy Ticket*; arid almqft half 
a year's intereft for his money before it was 
lent; but we will only call this laft article 
two-fifths as before. The J^ottery c(!>nfifthig 
of fewer tickets, it is natural to fuppofe they 
will fell higher; if they keep exaft proportion', 
with what has bocn obferved in former Lot- 
, teries, (and there is no reafon to fuppofe the" 
contrary) the profit on each will amount to 
3I. 14 s. but we will only call it 3I. io;s. 
He has nwreover an annuity of 17 s. 6d. for 
feventy-cight years. 

If money be deemed worth 5 per cent, his » 
account will ftand as follows : 

100 1. in the 3 per cents is worth * 60 o 

50 1. in the 4 per cents is worth 40 o o 

An annuity for 78 years is worthy 

more than 19 years and a half*s > 17 i 3 
purchafc J 

Three- tenths of a Lottery Ticket i i o 

Difcount •*— — 200 
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Total ;C 120 2 3 



The 



(-27 ): 

The" Loan of the laft year has been already 
very' generally ccnfured, while that of the 
prefent his, • to my great furprize, beeii treated 
as lefs difadrantageous j the two foregoing (late- 
ments, to the fairnefs of which, it is to be 
hoped, by this time, that every reader is a com- , ^^ 

pctent witnefs, will ferve to demonftrate the 
contrary ; for deducing the total, as fluted 
under the year 1781, from that under the year^ 
1782, it will appear that the public, for every * 
100 1. is at the advanced lofs of very near the* 
fum of 7 1. per cent. 

£. s. d. 

1782 •— — 120 2 3 

1781 — — 113' 4 o 



Given by the Public to the -> 
Lender, in the year 1782 \£, 6183 Percent 
more than in 1.7^ i J -•. 



If we now fuppofe money to be worth 6 per 
cent, a fubfcriber's account will ftand thus : 

100 1. 3 per cents, is worth -^ 50 o o 

50 1. 4 per cents, is worth — 3368 



Carried over / 83 6 8 
D 2 Annuity, 
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. Brought over £ 83 6 8 

Annuity, almoft 16 and a half) 

ycar*s pyrchafe 3 ^^ ^ ^ 

Lottery Ticket — i_ j . j q 

Difcount * .^ .*— 2 8 o 



jf loi 4 2 
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Leaving a Sonus of 1 1. 4 s, a B. befides fix 
per cent, intcreft. 
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THE END. 



